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Abstract 
 
This paper identifies key barriers for Australian financial advisers in assisting their high 
net worth clients with philanthropy and suggests that one may be addressed, in part, by 
exposure to social enterprises. This topic speaks directly to the social issue of how to 
increase philanthropy or larger donations by individuals in Australia. With an ageing 
and increasingly diverse population, social needs are expected to grow, yet traditional 
government funding of nonprofit organizations (NPOs) which seek to meet these needs 
is less stable and more competitive. One response by NPOs is to seek the support of 
wealthier individuals who have the potential to donate at higher levels than average 
Australians. In turn, financial advisers are a strategic intermediary group for NPOs in 
influencing such individuals’ behaviour.  
 
 
**** 
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Social enterprise: A prime lever to lift philanthropy? 
 
The nonprofit (voluntary) sector in Australia is under enormous pressure to 
diversify its income streams due to increasingly unstable funding and 
competitiveness for the government dollar (Fitzgerald, 2003). While government 
funding is still the largest slice of their ‘revenue pie’, nonprofit organisations 
(NPOs) are actively seeking alternative funding sources in the private sphere to 
sustain their work in the light of growing social needs relating to a growing, 
diversified and ageing population (Benapudi, Singh, & Benapudi, 1996; Giving 
Australia, 2005). 
 
One segment of the general population that is attracting more interest by nonprofits is 
the high net worth (HNW), those at the wealthier end of the population. For the purpose 
of this paper, HNW is defined as those with more than $1.2 million in assets outside the 
family home or with annual taxable incomes of $100,000 or more. In Australia, Canada 
and the UK, the HNW are more likely to give more and to give larger donations 
(Giving Australia, 2005; Lasby & McIver, 2004; UK Giving, 2006) However, 
substantial potential exists to increase donations by this group: there is some evidence 
to suggest that the size of their donations, on average, has not kept pace with the 
dramatic rise in personal wealth by those in this segment over the past 20 years.  
 
During this period the nonprofit sector has been successful in increasing total individual 
donations in Australia and elsewhere.  Across the entire population, Australians who 
donate to NPOs report total average donations of 0.33% of their income annually 
(Giving Australia, 2005). 
 
The HNW segment in Australia is growing rapidly, both in the number of Australians in 
this group and their level of personal wealth (Merrill Lynch/Capgemini, 2007), there is 
no guarantee that they will engage in philanthropy. In this paper, the term 
‘philanthropy’ refers to donations or financial gifts to NPOs at over 1% of their taxable 
income (or asset base). While this may seem low, the reference point is the US, which 
has the strongest philanthropic culture of any country, where the wealthiest one percent 
of Americans own 41% of the country’s wealth yet give only 1-2% of their incomes 
each year to charity (Business Week, 2004). 
 
Little Australian data exists but overseas studies report that two of the main obstacles 
for the HNW to engage in philanthropy is the belief that they cannot afford to do so 
(Stone, Rice, & Angel, 1993; The Giving Campaign, 2004)and the related fear of 
jeopardising their own financial wellbeing or that of their children in the future (R.A. 
Prince, 2000). This concern is exacerbated by the trend to longer lives with potentially 
high medical costs (Cohen, 1991; Hurd, 1989) and changing family dynamics such as 
divorce and remarriage that can mean wider family ties. The Giving Australia study 
confirmed these barriers for HNW Australians and also suggested that they may have 
other priorities or believe social needs are already being met (Madden, 2006a) Lack of 
knowledge about how they might best give (Weems, 2002) and concern that NP 
organizations may waste their donations (Madden, 2006a) can also constrain giving 
behaviour.  
 
To encourage philanthropy by those with the means to do so, the NP sector and others 
who wish to see sustainability for the sector have identified financial advisers as a 
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strategic intermediary group (Asia Pacific Philanthropy Consortium, 2001; The Giving 
Campaign, 2001a; The Philanthropic Initiative, 2004). In theory, advisers play a key 
role as a credible and trusted source of information for individuals’ understanding of 
their level of assets and in making decisions affecting their overall financial picture, 
including a philanthropic strategy. In reality, however, financial advisers in the UK, 
Australia and even the US, tend not to raise the subject with their clients and, in 
Australia’s case, most avoid the topic completely (Madden, 2006a; The Giving 
Campaign, 2001a, 2001b, 2003; The Philanthropic Initiative, 2004). Key barriers to 
advising in this area include lack of knowledge about philanthropic options, a belief that 
it is not their role to discuss philanthropy, and fear of a negative client reaction  (S. P. 
Johnson, 2005; Madden, 2006b; R. A. Prince, 1998). However, only limited research 
has been conducted to date, mainly in the USA and Western Europe (P. D. Johnson, 
Johnson, & Kingman, 2004). 
 
Qualitative research was undertaken by the author in late 2006 and early 2007 with the 
aim of investigating this reluctance of Australian advisers. This method ideally suits 
research aiming to understand contemporary, real life, complex situations that have 
been largely unexplored in the literature, and it allows for new and unexpected insights 
to be generated which is helpful in an under-researched area (Cresswell, 1998; Marshall 
& Rossman, 1995; Stake, 1995; Yin, 1994). Within the range of qualitative options, 
focus group method was chosen because as Morgan (1990) points out  it facilitates 
discussion of different perspectives and it is cost-efficient thus allowing more 
participants in the study. 
 
A total of 63 advisers participated in eight focus groups (18 in three groups in 
Melbourne, 21 in three groups in Sydney, and 24 in four groups in Brisbane). All 
advisers reported a client base mainly comprised high net worth or affluent 
individuals, defined in this paper as those with more than AUD $1.2m in assets apart 
from their primary residence. In terms of the sample chosen, a wide mix of advisers 
was sought for this study in order to capture a range of attitudes and behaviours.  
While recruitment was challenging mainly due to the absence of any list of advisers 
with HNW clients  lists and advisers’ ‘time poverty’ combined with a general 
disinterest in the topic, diversity was achieved by using three locations, male and 
female participants, very small to very large advisory firms, and checking data for  
varying attitudes to assisting with philanthropy. Data was collected and analysed 
using recommended focus group method procedures (Krueger, 1994; D. Morgan, 
1993). 
 
Due to space limitations, only three main themes or patterns in the data that emerged 
for the whole sample will be discussed here. (More details about the method and the 
findings may be obtained from the author.) The first major barrier to providing advice 
to their HNW clients was insufficient ‘hard’ (technical) and ‘soft’ (meeting client 
needs) knowledge about philanthropic options. They needed to fully appreciate the 
tax implications surrounding different options, and the pros and cons of these options, 
and they largely did not have this understanding. As one participant put it, ‘you 
generally shut up if you don’t know something’. Even those who were assisting 
clients with philanthropy nominated this constraint.  
 
It’s quite difficult to have the knowledge to do [philanthropic advising]. Even 
though I have been doing this for some years… I have only a very small 
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proportion of knowledge that I’d like to have about it - about raising the issue 
and what are the options [beyond the technical side]’ (Participant, Group 2). 
 
Secondly, there was reluctance to skill up in this area because of the perceived time 
and effort involved.. There were many facets to their reticence to educate 
themselves. For example, advisers commonly spoke of being stretched time-wise in 
keeping up with changes in product and legislation: they lacked time. They also spoke 
of the difficulty the perceived in accessing appropriate training. As well, they also 
questioned the financial sense of doing so: they expressed concern that client demand 
for engaging in philanthropy was low and they were unsure how they could be 
remunerated.. Indeed, there was a general concern that assisting with philanthropy 
was beyond their professional role: they did not see their role embracing philanthropy 
and did not believe their clients expected such assistance. A primary theme was that 
giving to NPOs is a personal matter and if they raised the topic, they may be viewed 
as pursuing a philanthropic agenda, not being objective. On balance, many just did 
not see that the advantages of doing so would outweigh the disadvantages. 
 
There is a distinct lack of support for Australian advisors compared to US 
advisors... Resources have already been developed. There’s such a lack of it over 
here. Advisors just don’t know where to start looking. (Participant, Group 8) 
 
Most advisers are remunerated by funds under management/commission 
basis…and it would be hard to ‘give it away’ (Participant, Group 5) 
 
Thirdly, advisers commonly were unconvinced about the ‘value’ of philanthropy 
(for themselves and their clients): they questioned the reasons to make large 
donations and whether it would make a difference to social problems.  
 
If you look at places like the US [where philanthropy is common, it] is ego 
driven. I think the non-for-profit charities have to recognise this. (Participant, 
Group 8) 
 
They largely believed their clients would be concerned about whether NPOs would 
use donations well and not waste this money.  
 
[They can be] very cynical about the whole [third] sector…who don’t believe 
that money is being used efficiently [or that] giving money is warranted. 
(Participant, Group 8) 
 
Indeed, they did not think their clients wanted to give their money away and they did 
not want to offend them by suggesting they should. Some participants themselves 
engaged in philanthropy but most did not. In brief, comments suggested that 
philanthropy was not well understood or appreciated by advisers generally.  
 
I’m not surprised that for our clients, structured giving is so low. [If advisers 
ask about it] they don’t ask it in a way that promotes it in a good light. 
(Participant, Group 8) 
 
It’s probably fair to say that the financial advice industry generates a lot of 
money-hungry people as advisors and that kind of person can then project that 
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attitude on their clients…which is ‘You can never have too much money! And we 
need to make as much as we can, within as short a time frame as possible.’  
(Participant, Group 2)  
 
These findings both confirm and extend the extant literature. Both US and UK studies 
have previously identified that barriers for financial advisers in providing assistance 
to their wealthy clients include: lack of knowledge about philanthropic options, 
concern not to offend clients by raising the subject first (intimating they should be 
philanthropic) and the belief that philanthropy is outside their professional role (S. P. 
Johnson, 2005; The Giving Campaign, 2001a, 2001b, 2004; The Philanthropic 
Initiative, 2004). All three factors appear to constrain philanthropic assistance in this 
country, too. 
 
Additional key factors not identified in other studies that emerged from this study 
were the belief that it is not easy to skill up to provide such advice and, moreover, 
efforts to do so may not be worth it, and that the value of philanthropy itself is 
questionable. It is this last barrier – a ‘disconnection’ to the notion of philanthropy 
and its value for clients - to that this paper now addresses, if only briefly due to space 
constraints. 
 
It is beyond the scope of this paper to fully examine why advisers are not convinced 
about the ‘value’ of philanthropy except to note that its meaning for this group is 
likely to reflect the wider cultural meaning given to philanthropy. Australian 
governments traditionally have provided a safety net for the disadvantaged and the 
history of philanthropy in this country is faint (Leat, 2004). In our culture, equality is 
valued and a sense of obligation by the wealthy not yet evolved. It is suggested that if 
philanthropy is to be considered a desirable behaviour by advisers, reasons for doing 
so must be clear and compelling; moreover, donor involvement must be seen as 
attractive. It is argued that this case for philanthropy can be highly persuasive when it 
draws upon the same ‘business’ mentality or cognitive framework shared by 
intermediary groups and their HNW clients. Exposing financial advisers to ‘social 
enterprise’ may be one way to do this.  
 
The notion of social enterprise is not one that was particularly noted in the data, nor 
does the author owe any allegiance to its proponents (for example, the study was not 
sponsored by advocates). However, it is suggested that the business orientation of 
financial advisers themselves, as well as that of their HNW clients generally, aligns 
well with it. Social enterprise is defined simply, for the purpose of this paper, as 
‘organisations seeking business solutions to social problems’ as distinct from other 
NPOs that seek social outcomes but do not seek to be businesses at the same time 
That is, social enterprises are businesses that exist primarily for a social purpose: their 
‘assets and wealth are used to create community benefit’ and they are accountable to 
both internal stakeholders and the wider community (Thompson & Doherty, 2006 p. 
361-362) For example, they may seek to employ highly disadvantaged groups that 
otherwise would find it difficult if not impossible to gain employment such as 
unskilled migrants, disabled people, those with low levels of literacy, offering them 
safe workplaces, training, and other support. The community may benefit in many 
ways, in both direct and indirect ways, such as by reduced rates of illness, 
homelessness, alcohol and drug problems, less demand for emergency services and 
improved social cohesion and economic prosperity. As well as such social outcomes, 
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social enterprises trade in the commercial arena and seek to be sustainable, in large 
part, by their financial success. They commonly seek to be entrepreneurial in the 
marketplace and fill market needs in innovative ways, leveraging off the business 
experience of their supporters as well as their capital. Donors are sought to provide 
business advice and contacts as well as financial support in the start-up phase as well 
over the life of the enterprise. They can see for themselves, through hands-on 
involvement, that resources are being strategically applied, not wasted, and that 
particular needs in the community are being targeted and against which performance 
of the organisation is measured. Social enterprises are strongly tied to double- or 
triple-bottom line accounting principles and engage with supporters across several 
dimensions: energy, skills and knowledge, money, connections and networks.  
 
This blend of commercial and community values is likely to appeal to wealthier 
clients with a business orientation. This model values the business savvy and 
wherewithal of its supporters, leveraging these to create more value (outcomes), 
which is also likely to appeal to financial advisers and their HNW clients. Indeed, this 
is increasingly wanted by HNW individuals if they are to engage in philanthropy  
(Merrill Lynch/Capgemini, 2007).  
 
It is suggested that explaining the concept of social enterprise to financial advisers - 
for example by opinion leaders or respected peers within the advisory field who are 
‘champions’ of the concept - would help to make philanthropy a more relevant 
concept to them. Moreover, seeking their direct involvement would assist in breaking 
down the ‘disconnection’ barrier to the notion of philanthropy; indeed, it would 
demonstrate at first hand the vision of NPOs to make a genuine difference to the 
community and their capacity to involve ‘donors’ in satisfying ways.  
 
An initiative to expose financial advisers to the social enterprise concept could be 
undertaken within a larger effort by the NP sector and governments to foster 
philanthropy. Already, for example, the Brisbane City Council supports The 
Brisbane Social Enterprise Hub which partners businesses, nonprofits and local 
government with the aim of incubating social enterprises on the cusp of fresh 
growth, taking them to the next stage of sustainability.  
 
Social enterprise is suggested not as a complete answer to the thorny issue of how 
philanthropy is viewed by advisers but as one promising opportunity open to the NP 
sector with potential to convey the value of philanthropy to advisers and, in turn, 
their HNW clients. Multiple strategies will be required to address the barriers that 
exist for advisers in assisting clients with philanthropy. Further research will help 
build understanding of these barriers and the most fruitful ways of addressing them.  
The subject warrants attention because such professional advisers ‘have enormous 
influence on how individuals [and] families…perceive and act on opportunities for 
philanthropic giving [as well as] how those clients feel about the outcomes’ (The 
Philanthropic Initiative, 2004 p. 4). 
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